CLAIMS 



What is claimed is: 



1 . XK method of target pricing a value, Comprising the steps of: 
fricing the value using list prices in a product model; 
costing the value using the costs in the/product model; 

calculating an equivalent competito/net price for the value using a competitor net price 

model; 

calculating the optimal winning value as a function of price using the parameters from a 
market response model; and 

determining a targe Vfrrice fi6r the\alue. 

2. The method of cflaim 1, mrther including the step of calculating the benefits of 
target pricing in comparison Jo the pr^xis&i^pijc^ a benefits model. 

3. The methdaoTclaim 1, wherein the step of determining a target price using an 
optimization model that maximizes expected contribution for the value. 

4. The method of claim 1, further including the step of overriding the calculated 
equivalent competitor net price if the calculated competitor net price falls outside the target 
range. 

5. / The method of claim 1, wherein the product model and the competitor price 
model are itl-dimensional with stored data reflective of at least price and cost, and the steps of 
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pricing the value, costing the value, and calculating an equivalent competitor net price are 

V 

located by iterative linear interpolation of the stored data. 



6. The method of claim 1, further including fhe step of calculating a target range for 
the value. 



7./ A process of target pricing a value, comprising the steps of: 
'pricing the value using stored list prices in a product model; 
costing the value using stored costs in the product model; 

calculating an equivalent competitor nej^rpe-fi^r the value using a competitor net price 

model; 

calculating the probability of wir 
parameters from a market response mod|= 

calculating a target price for the v^ueJ|feHhaximizes expected contribution using an 
optimization model that determines competitive response to any potential value. 



function o£price using 



8. The process of claim 7, further/ including the step of calculating one or more 
benefits of target pricing in comparison to a pre-existing pricing approach. 



9. The process of claim 7, wheijbin the product model and the competitor price 
model are n-dimensional with stored data reflective of at least price and cost, and the steps of 



pricing the value, costing the value, and ca 



culating an equivalent competitor net price are 



located by iterative linear interpolation of t le stored data, 



V 
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10. The process of claim 7, wherein the step of calculating an equivalent competitor 

net price further includes the steps of: 

retrieving a price from the product model for/a specific value; and 
applying a discounting model to the price to/determine a competitor net price for the 

specific value. 



SI 

Q 
W 
O 
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11. The process of claim 10, further including the step of overriding the calculated 
equivalent competitor net price if the calculated Competitor net price falls outside a 
predetermined range. 

12. The process of claim 7, a\ hereirJ the market ftfesponse modejiricludes coefficients 
for market response predictors based upon historical data; and for a specific value, the step of 
calculating the probability of winning the bitHnclades the steps of: 

evaluating price-independent predictors; and 

generating a market response curve fjfom which an estimated probability of winning with 
the value is calculated. 



13. The process of claim 12, wherein 
predictors is evaluating price independent 
product. 



in the step of evaluating price-independent 
predictors for at least the customer, the order, and the 
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14. The process of claim 12, further including the step of evaluating static and 
variable price-independent predictors. 

15. The process of claim 7, wherein thp step of calculating one or more benefits of 
target pricing includes the steps of: 

obtaining the target price for the specificf value; 
calculating a target price value using a pre-existing pricing approach; and 
comparing the value from the pre-exisiing pricing approach to a market response curve to 
determine the probability of a successful bid iwith the pre-existing pricing approach. 

16. The process of claim 1 5/ whfcreffi^ie step of calculatinj^target price bid using a 
pre-existing pricing approach is a step selected 

discounting the list price from tire price model; 
adding a predetermined amount tojthe cost for the value; and 
matching a historic rate for the specific value. 

17. The process of claim 7, further comprising the steps of: 
calculating a specific target pricej for a performance of a contract; 
determining the applicability of one or more strategic objectives to the target price; 
calculating a target range for th^ target bid price that is constrained by the one or more 

strategic objectives; and 

obtaining a target price that is ivithin the target range. 
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18. The process of claim 17, wherein tne step of determining the applicability of one 
or more strategic objectives is a step selected from the group of: 

obtaining a pre-determined maximum or minimum margin on the value; and 
obtaining a pre-determined maximum or minimum success rate on the value. 

19. The process of claim 7, further including the step of calculating a target range for 
the value. 



20. The process of claim 19, wl; 
selected from the group of: 

calculating a target range from/ the maximum 
calculating a target range based upon jhe opti 



sstep of calculating a target range is a step 

pected contribution^ and 
ijm JSfgeTpnce. 



A method of target pricing a tyid, comprising the steps of: 
' i pricing step for pricing the bid usirig stored list prices in a product model; 

a costing step for costing the bid using stored costs in the product model. 

a competitor net price calculation step for calculating an equivalent competitor net price 
for the bid using a competitor net price model; 

a bid-winning probability calculation step for calculating the probability of winning the 
bid as a function of price using parameters from a market response model; and 

a target price calculation step for calculating a target price for the bid that maximizes 
expected contribution using an optimization model that determines competitive response to any 
potential bid. 
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22. The method of claim 21, further including a target pricing benefit calculation step 
for calculating one or more benefits of target pricing fin comparison to a pre-existing pricing 
approach. 

23. The method of claim 21, wherein thi product model and the competitor price 
model are n-dimensional with stored data reflective of at least price and cost, and the pricing 
step, the costing step, and competitor net price calculation step are performed by iterative linear 
interpolation of the stored data. 




24. The method of claim 21, wherein /the competitor net price calculation step further 
includes the steps of: 

a price retrieving step for retrie\ing a price fron/ the product model for a specific bid; and 
a discounting step for applying a discounting model to the price to determine a 
competitor net price for the specific bid. 



25. The method of claim 24, further including an overriding step for overriding the 



calculated equivalent competitor net price if 
predetermined range. 



26. The method of claim 2 1 , 
for market response predictors based upon 
probability calculation step includes the 



he calculated competitor net price falls outside a 



whferein the market response model includes coefficients 
listorical data, and for a specific bid, the bid-winning 
stefps of: 
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an evaluation step for evaluating price-independent predictors; and 
a market response curve generation step fir generating a market response curve from 
which an estimated probability of winning a bid As calculated. 

27. The method of claim 26, wherein the evaluation step is evaluating price 
independent predictors for at least the customer, the order, and the product. 



28. The method of claim 26, further including a second evaluation step for evaluating 
static and variable price-independent predictors. 

29. The method of clairrV 22, wherein tl ejt^rget pricing benefit^alculation step 
includes the steps of: 

a target price retrieval step foV obtaining/tfie target price for the specific bid; 



a pre-existing bid price calculation 
pricing approach; and 

a pre-existing bid success determ 



step for calculating a bid price using a pre-existing 



lation step for comparing the bid from the pre-existing 
pricing approach to a market response ci|rve to determine the probability of a successful bid with 
the pre-existing pricing approach. 



30. The method of claim IS, wherein the step of calculating a target price bid using a 
pre-existing pricing approach is a step/ selected from the group of: 
discounting the list price from the price model; 
adding a predetermined amount to the cost for the bid; and 
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matching a historic rate for the specific bid. 

3 1 . The method of claim 2 1 , further comprising the steps of: 
a contract target bid price calculation/step for calculating a specific target bid price for a 
performance of a contract; 

a strategic object determination ste£ for determining the applicability of one or more 
strategic objectives to the target bid price/ 

a strategic object constraint calculation step for calculating a target range for the target 
bid price that is constrained by the ode or more strategic objectives; and 



a constrained target pric^deterrpination s 
target range. 



spVor obtaining a target price that is within the 



32. The method of claho_p^<^herein the strategic objective determination step is 
selected from the group of: 

a margin determination step/ for obtaining a pre-determined maximum or minimum 
margin on the bid; and 

a success rate determinatiqfti step for obtaining a pre-determined maximum or minimum 
success rate on the bid. 



33. The method of claim 21 , further including a target range calculation step for 
calculating a target range for the bid. 
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34. The method of claim 33, wherein tjie target range calculation step is a step 
selected from the group of: 

a contribution calculation step for calculating [a^get range from the maximum expected 
contribution; and 

an optimum target range calcula^n ste£> foj^alculfc^ing a target range based upon the 
optimum target price. 
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